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June 26, 2003

TO THE CITIZENS OF BEAVER COUNTY,

I am pleased to present the Comprehensive Annual Financial Report (“CAFR”)
for Beaver County (“the County”) for the 2002 fiscal year.

The CAFR consists of management’s representations concerning the finances of
the County. Consequently, management assumes full responsibility for the
completeness and reliability of all of the information presented in this report. To
provide a reasonable basis for making these representations, management of the
County has established a comprehensive internal control framework that is designed
both to protect the government’s assets from loss, theft, or misuse and to compile
sufficient reliable information for the preparation of the County’s financial statements
in conformity with GAAP. Because the cost of internal controls should not outweigh
their benefits, the County’s comprehensive framework of internal controls has been
designed to provide reasonable rather than absolute assurance that the financial
statements are free from material misstatement. As management, we assert that, to

the best of our knowledge and belief, this financial report is complete and reliable in
all material respects.

The CAFR consists of three major parts; the Introductory Section, the Financial
Section and the Statistical Section. The Introductory Section includes this transmittal
letter which emphasizes significant management and financial details, the Certificate
of Achievement for Financial Reporting awarded by the Government Finance Officers
Association for the 2001 CAFR, an organizational chart, and a listing of principal
officials and department managers. The Financial Section includes, under the new
Governmental Accounting Standards Board Statement No. 34, as amended, the report
of our independent auditors, the Management Discussion and Analysis, the basic
financial statements, required supplementary information, and the combining and
individual fund financial schedules. The Statistical Section contains information of a

historical nature relating to County finances, demographics, and other miscellaneous
statistics for the County.

“Divided By lts Rivers, United By Its People”



The County’s financial statements have been audited by Case, Sabatini &
Company, a firm of certified public accountants. The goal of the independent audit is
to provide reasonable assurance that the financial statements of the County for the
fiscal year ended December 31, 2002, are free of material misstatement. The
independent audit involved examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements; assessing the accounting
principles used and significant estimates made by management; and evaluating the
overall financial statement presentation. The independent auditors concluded, based
upen the audit, that there was a reasonable basis for rendering an ungualified opinion
that the County’s financial statements for the fiscal year ended December 31, 2002,
are fairly presented in conformity with generally accepted accounting principles
(GAAP).

The independent audit of the financial statements of the County was part of a
broader, federally mandated “Single Audit” designed to meet the special needs of
federal grantor agencies. The standards governing Single Audit engagements require
the independent auditor to report not only on the fair presentation of the financial
statements, but also on the audited government’s internal controls and legal
requirements involving the administration of federal awards. These reports are
available in the County’s separately issued Single Audit Report.

GAAP requires that management provide a narrative introduction, overview,
and analysis to accompany the basic financial statements in the form of
Management’s Discussion and Analysis (MD&A}. This letter of transmittal is designed
to complement MD&A and should be read in conjunction with it. The County’s MD&A
can be found immediately following the report of the independent auditors.

PROFILE OF BEAVER COUNTY

The County was formulated on March 12, 1800, from parts of Washington and
Allegheny counties. It is 441 square miles and chartered as a fourth class county
under the County Code as passed by the General Assembly of the Commonwealth of
Pennsylvania. The current population of the County is approximately 182,000.
Beaver County is comprised of thirty boroughs, five first class townships, seventeen
second class townships and two third class cities. Rich in resources, its location along
the Ohio and Beaver rivers gave Beaver County the ability to develop economically as
one of the major industrial sites worldwide with steel being its major product. Beaver
County rapidly developed as one of the major headquarters for manufacturing in the
United States. After the decline of the steel industry in the early 1980's the County
redirected its efforts to develop its riverfronts for recreational as well as manufacturing
uses. Its close proximity to the Greater Pittsburgh International Airport enables the
County to market itself as a center for manufacturing and service industries. Beaver
County also has educational opportunities for residents with the Community College
of Beaver County, Geneva College, and Penn State University Beaver Campus. The
County also has medical facilities available to its residents with The Medical Center,
Beaver, and Aliquippa Community Hospital.



PROFILE OF BEAVER COUNTY - (Continued}

Beaver County’s government structure consists of a three-member Board of
Commissioners that performs all legislative and executive functions. The Controller is
elected as the chief financial officer of the County and is responsible for many
administrative functions. The Treasurer is elected to collect taxes and invest County
funds. The Court of Common Pleas is the judicial arm of county government. There
are six judges that preside over the Court of Common Pleas. Other court related Row
Officers are the District Attorney, Clerk of Courts, Prothonotary, Sheriff, Register of
Wills and Clerk of the Orphans Court, Recorder of Deeds, and Jury Commissioner,

All elected officials serve four-year terms with the exception of the Judges who
are elected to ten-year terms and are subject to a retention vote after their ten-year
term expires.

The County provides a full range of services to its citizens, ranging from health
to law enforcement, from the construction and maintenance of infrastructure to
recreational activities and cultural events. The County also provides funding to and
ald in the management of the Beaver County Transit Authority, a legally separate
entity which has been included as an integral part of the County’s financial
statements. Additional information on this entity can be found in Note A to the
financial statements.

Under the provisions of the Fourth Class County Code, the Controller is
responsible for maintaining the financial reporting system. The Controller is the
supervisor of the budget. He is also responsible for auditing and payment of all
county bills. In Beaver County the Controller is responsible for the payroll function as
well. The Controller sits on many boards in an administrative capacity. As supervisor
of the County budget, the Controller is responsible for menitoring the departmental
line items on a daily basis as well as preparing a preliminary budget for the Board of
Commissioners’ approval. The budget process begins in late summer with each
department receiving a budget request form to formally request operating allocations
for the next fiscal year. Each department is required to submit the completed budget
forms in order for the Controller to prepare a preliminary budget for presentation. The
Board of Commissioners reviews this preliminary budget with each department
manager in open meetings that may be attended by the public. Once a final budget is
prepared it is publicly displayed for twenty days prior to final adoption by the Board of
Commissioners. The date for final action on the budget adoption must be made a

matter of public notice for at least ten days prior to the Commissioners’ approval at a
public meeting.

FACTORS AFFECTING FINANCIAL CONDITION

The information presented in the financial statements is perhaps best
understood when it is considered from the broader perspective of the specific
environment within which the County operates.




FACTORS AFFECTING FINANCIAL CONDITION - (Continued]

The County never rebounded from the effects of the downturn in the Airline
Industry. One of the major area employers, USAirways, has been experiencing severe
financial difficulties and filed for bankruptcy. Beaver, Allegheny and Washington
counties formed a coalition which is designed to assist financially, where feasible, in
an attempt to retain HUB status of USAirways at Pittsburgh International Airport.
Most recently, the Governor of Pennsylvania has organized a twelve member
committee to negotiate with the airline in an effort to keep it from moving its HUB from
Pittsburgh.

LOCAL ECONOMY

Through the efforts of the Corporation of Economic Development, which is
partially funded by the County, projects have been completed that enhance the Beaver
County economy. Efforts are made to encourage diversified job creation and private

investment. A summary of those activities and involved companies include those
which are listed below.

The Corporation of Economic Development {CED), assisted Non-Destructive
Testing Group (NDTG) with a $1.9 million project. The construction project consisted
of a 14,000 square foot facility onn two acres in the Hopewell Business and Industrial
Park. The Beaver County site serves as the regional headquarters for the company.
This company is a full service, certified inspection facility which specializes in
laboratory inspection services with nine locations and headquarters in Caledonia,
Michigan. The company serves a wide spectrum of industries including chemical,
petrochemical, automotive, utility power generation, public infrastructure,
transportation, medical, and aerospace.

PA Cold Drawn, LLC, located in West Mayfield, is a company which purchased
the assets of Maverick Tube, a company that ceased operations three years after
acquiring the former Babcock and Wilcox facility. The operation specializes in
producing tubing for hydraulic cylinders, pressure tubes, special drilling applications,
blanks for machined parts and drive shafts for off-road equipment. The facility was
assisted with a $1.1 million loan from Pennsylvania Industrial Development Authority
{PIDA) and an Enterprise Zone (EZ) grant-to—-loan in the amount of $250,000.

Darlington Metalizing is a company in the business of vacuum metalizing.
Vacuum metalizing 1s a process of vaporizing aluminum, gold, silver, zinc and zinc
sulfide, and depositing on substrates. The end uses of this process are hot stamping,
gift wrapping paper, foils, holographic materials and automotive paint and chemical
coating. The company was assisted with a $200,000 CED loan in order to purchase
and install a vacuum deposition-metalizing machine and roll cutting equipment.

MICASU Tungsten manufactures a high grade tungsten powder from tungsten
ore. This end product is utilized in cutting tools for machining, tips on rock drills and
other wear part applications. The firm relocated from Arizona. It was granted a
$200,000 loan to purchase and install a rotary kiln processing plant and proprietary
auxiliary equipment.



LOCAL ECONOMY - (Continued)

Allegheny Petroleum was assisted in its $800,000 project which is expected to
create 17 new jobs. The company blends and compounds lubricants supplied to
industrial accounts. The project of leasing a 45,000 square foot facility jointly with its
partner The Lubrizo! Corporation is for the manufacture of viscosity modifier additives
and automatic transmission fluid. It wiil be the Express Site for Lubrizol products
east of the Mississippi.

Shasta Holdings purchased ten acres of property in the Aliquippa Industrial
Park to relocate and consoclidate three operations. The consoclidated businesses are
involved in conditioning of bar products including grinding and forging. The total
project was worth $4 million.

LONG-TERM FINANCIAL PLANNING

In developing future economic strategies and potential prospects, we must
make use of the natural resources that are available in Beaver County. One of the
most prominent natural resources that Beaver County enjoys is its rivers. The County
encourages and assists financially in the development of its riverfront for recreational,
commercial, and residential use. The County also provides assistance through
planning, tax incentives, marketing, and promotional activities.

The CED is in its 9th year of the Riverfront Development Program. The program
encourages development of riverfronts along the Beaver and Ohio Rivers. The river
communities inveolved in the program are Fallston, New Brighton, Bridgewater,
Rochester Borough, Beaver, Freedom, Greene Township and Monaca. The
communities have formed an advisory committee which selects and prioritizes the
projects to be developed by the program.

The Enterprise Zone (EZ) program, which is a three party partnership between
the Beaver County Board of Commissioners, the Community of Economic
Development (CED), and eight municipalities within the County, provides the
opportunity for continued growth and development. The establishment of the EZ
ensures an annual grant of $50,000 in addition to eligibility to apply for a separate
grant fund for specific projects that are undertaken by the EZ, tax credits and priority
treatment for Commonwealth financing.

In an effort to provide proactive, coordinated and comprehensive assistance to
existing local industry, CED established the Beaver County Industrial Support
Network (BCISN) as part of the Commonwealth's Team Pennsylvania program. The
BCISN is an organized effort of 18 public and private groups involved in economic
development. The group will provide annual on-site interviews with chief decision
makers of local industry to develop a better understanding of Beaver County's
industrial base and to attempt to address needs of local industry.

Another vehicle, established in an effort to ignite economic growth within the
County, is the Beaver Initiative for Growth (BIG}. BIG is an organization with 100
participants consisting of a variety of public agencies and private sector businesses.
The group is committed to supporting long term economic development. This forum is

S



LONG-TERM FINANCIAL PLANNING - (Continued)

responsible for promoting economic activity through open communications between
the business community and government officials on federal, state and local levels.
Through communication, business needs are discussed and legislation that may help
to assist those needs and concerns is considered.

Combining efforts to accomplish a goal is key in developing quality economic
strategies that are common to more than one county organization. The CED and
Beaver County Industrial Development Authority (IDA) are in their eighth year of a
joint management services agreement. The IDA has approved over $4 million in tax-

exempt financing during the past year through which PA bond financing was made
available.

By combining resources and providing efficient delivery of economic
development products throughout the County effective strategies may be developed to
further spur activity that will lead to job creation. The Beaver County Link is such an
organization and is comprised of CED, the Beaver County Chamber of Commerce and
Job Training of Beaver County. This umbrella organization can be a valuable tool for

communicating the wide range of services and opportunities available to interested
parties.

COUNTY DEPARTMENTAL PROJECTS

The County continues to encourage innovation and department upgrading
when feasible and based upon need for improved service. During 2002, the County
funded and promoted projects, which assisted in achieving the goals of efficient
operation and effective government.

The County dedicated a new courthouse in January of 2003. The facility was
completed in December of 2002. The facility also has a parking garage which is free
for anyone visiting the courthouse vicinity. Construction of a Human Services
Building has been completed to house all of the service agencies under the auspices of
county government. The purpose of the state of the art facility was to provide “one
stop shopping” for all services residents may require. Those agencies housed there are
Children and Youth Services, Office on Aging, Childcare Resources and Mental Health
& Mental Retardation. The building is scheduled to open in the spring of 2003.

CERTIFICATE OF ACHIEVEMENT

The Beaver County Controller’'s Office was awarded the Certificate of
Achievement for excellence in financial reporting by the Government Finance Officers
Association (GFOA). The award was presented for the 2001 Comprehensive Annual
Financial Report. It is given to those governmental units whose annual reports meet
the program requirements and it is the highest award in government financial
reporting. We are proud to have received such a prestigious award and continue to
strive for reporting excellence in order to meet program standards. We believe our
current report continues to conform to the Certificate of Achievement program
requirements, and we are submitting it to the GFOA.

6



CONTROLLER’S CLOSING REMARKS

The information that is presented in this report reflects the unified effort of
officials and administrators to provide the best possible services to the residents of
Beaver County. By exercising prudent business practices and fiscally responsible
decision-making, the County is able to offer many programs and extend financial
assistance to those individuals that qualify. The administration and management are
dedicated in their goal to improve operations by providing the necessary tools required
to accomplish a professional business environment.

The County continues in its efforts to obtain federal funding and funding

available through the Commonwealth of Pennsylvania for mandated programs and
services.

ACEKENOWLEDGMENTS

The presentation of this report on a timely basis is the result of a cooperative
effort of many individuals. I wish to especially thank my Chief Deputy, Vince LaValle,
my Financial Supervisor, Kristy Jenkins and all of the Controller’s staff that assisted
in the preparation of this report. This report and additional county information may
be reviewed online by visiting our web site at http://co.beaver.pa.us.

Respectfully,

Richard W. Tow%
Beaver County Controller
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Certificate of
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Presented to

County of Beaver,
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For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
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A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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BEAVER COUNTY GOVERNMENT
ELECTED OFFICIALS

BOARD OF COMMISSIONERS:

CONTROLLER:
CLERK OF COURTS:
CORONER:

DISTRICT ATTORNEY:
PROTHONOTARY:
RECORDER OF DEEDS:
REGISTER OF WILLS:
SHERIFF:
TREASURER:

JURY COMMISSIONERS:

COURT OF COMMON PLEAS:

DISTRICT JUSTICES:
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DAN DONATELLA, CHAIRMAN
CHARLES CAMP, COMMISSIONER
JAMES ALBERT, COMMISSIONER
RICHARD W. TOWCIMAK

JUDY R. ENSLEN

WAYNE N. TATALOVICH

DALE FOUSE

NANCY WERME

JANICE JESCHKE BEALL

CAROL RUCKERT FIORUCCI
FELIX A. DeLUCA, JR.

CONNIE T. JAVENS

DOROTHY COLELLA
NANCY LOXLEY

HON. ROBERT C. REED

HON. ROBERT E. KUNSELMAN
HON. PETER O. STEEGE

HON. JOHN D. McBRIDE

HON. GEORGE E. JAMES
HON. C. GUS KWIDIS

HARRY E. KNAFELC 36-01-01
DONALD E. EILER 36-01-02
JAMES DiBENEDETTO 36-01-03
EDWARD C. HOWE 36-02-01
MARTIN V., SCHULTE 36-02-02
JOHN ARMOUR 36-03-01
C. DOUGLAS LOUGHNER 36-03-02
JANET SWIHART 36-03-04

JOSEPH ZUPSIC 36-03-03



DEPARTMENT MANAGERS

ADULT PROBABTION

AIRPORT

ALLENCREST
ASSESSMENT/TAX CLAIM
FRIENDSHIP RIDGE

CHIEF CLERK

CHILD CARE CHOICES
CHILDREN AND YOUTH SERVICES
COMMUNITY DEVELOPMENT
CONSERVATION DISTRICT
COURT ADMINISTRATOR
DOMESTIC RELATIONS
ELECTIONS BUREAU
EMERGENCY SERVICES
FINANCIAL ADMINISTRATOR
DEPARTMENT OF PUBLIC WORKS
ENGINEER (ELIMINATED 2003]
HUMAN RESOURCES
INFORMATION TECHNOLOGY
JAIL WARDEN

JUVENILE PROBATION

LAW DEPARTMENT

LAW LIBRARY

LIBRARY COMMISSION

ED COLONNA
BETH LaVALLE
ROBERT ROSE

MICHAEL KOHLMAN

WILLIAM JUBECK *
JOANN CLARKE
JOE PIROLI
VICTOR COLONNA
ROBERT DYSON
JOHN SCHERFEL
JOSEPH CABRAJA
JOE SIGNORE
DORENE MANDITY
RUSSELL CHIODO
ROB CYPHERT
JAMES CAMP
RUDY MASSA
RICHARD DARBUT
FRANK SIGNORE

WILLIAM SCHOUPPE

ROBERT ROSE

DEBORAH KUNSELMAN

BETTY DENGEL
DIANE AMBROSE

MENTAL HEALTH/MENTAL RETARDATION GERARD MIKE

MICROGRAPHICS

OFFICE ON AGING

PLANNING COMMISSION
PUBLIC DEFENDER
PURCHASING / MAILROOM
RECREATION

VETERANS ADMINISTRATION
VICTIM SERVICES

WASTE MANAGEMENT
WEIGHTS AND MEASURES

CHARLES HILT
BRANDON JAMES
FRANK MANCINI
WAYNE LIPECKY
SAM KOVALENKO
TOM KING
WILLIAM MUNS
TERRY BRUCE
CHARLES RAABE
DAN SANTIA

* Contract with The Medical Center, Beaver.
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ELECTED OFFICES

BOARD OF COMMISSIONERS
The Board of Commissioners are the chief executive officers of the

County. They are responsible for all legislative and administrative functions of
the County.

CONTROLLER
The Controller is the chief financial officer of the County who is
responsible for supervising the budget, financial reporting, auditing, accounts

payable and payroll. In addition, the Controller sits on many boards and is
responsible for many administrative furnictions relating to those boards.

CLERK OF COURTS

The Clerk of Courts is the chief clerk of the Court of Common Pleas. The
Clerk of Courts is responsible for maintaining court records and collecting all
court related fines and fees.

CORONER

The Coroner is responsible for inquiries/inquests relating to wrongful
and/or suspicious deaths for the County.

DISTRICT ATTORNEY

The District Attorney is the chief prosecutor for the County.

PROTHONOTARY

The Prothonotary is responsible for maintaining court records and filings
relating to divorce, civil cases, filing financial statements, liens and issuing
passports.

RECORDER OF DEEDS

The Recorder of Deeds is responsible for the official filing of ail property
transfers within the County. This includes recordation of mortgages as well as
deeds for properties sold.

12



ELECTED OFFICES - (Continued)

REGISTER OF WILLS

The Register of Wills is responsible for issuing marriage licenses, legal
filings of estates and collecting estate taxes.

SHERIFF

The Sheriff is the chief law enforcement officer for the County.

TREASURER

The Treasurer is responsible for collecting taxes levied by the County,
investing county funds and issuing licenses for small games of chance and dog
permits.

JURY COMMISSIONERS

The Jury Commissioners are responsible for the jury selection process
for the Court of Common Pleas.

COURT OF COMMON PLEAS
There are six judges that preside over the Court of Common Pleas within

Beaver County. They are responsible for hearing cases and legal decisions in
addition to overseeing the Court system of Beaver County.

DISTRICT JUSTICES

There are nine District Justices within Beaver County that are
established by district. They are responsible for arraignments, hearing minor
claims, and traffic viclations for Beaver County.

13



DEPARTMENT DESCRIPTIONS

ADULT PROBATION

This office administers the probation procedures as established by the
Court system. The office is responsible for monitoring aduit individuals who
are serving court-mandated probation in addition to administrating state and
federal grants that are received for such purposes.

AIRPORT

This department is responsible for the safe and efficient operation of the
Beaver County Airport. This includes enforcing Federal Aviation Administration
policies and administrating grants that are in effect for various airport projects.

ALLENCREST JUVENILE DETENTION CENTER

The center operates within guidelines as established by the court system
pertaining to juveniles. This center houses and meonitors juveniles while
providing necessary counseling as required by the courts.

ASSESSMENT / TAX CLAIM

This office is responsible for enforcing taxes levied by the Board of
Commissioners for real estate. It assesses all properties within the County and
manages the tax system.

CENTRAL TELEPHONE

This department is responsible for the maintenance and operation of the
telephone communication system for the County. This department is under the
management of the Chief Clerk.

CHIEF CLERK

The Chief Clerk is an administrative assistant to the Board of
Comimissioners.

CHILD CARE CHOICES

This department is responsible for the managed care program for
children within Beaver County and it administers the grant programs that are
established for those purposes by the Commonwealth and Federal government.
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DEPARTMENT DESCRIPTIONS - (Continued]

CHILDREN AND YOUTH SERVICES

This agency oversees the programs which the County provides under
grants awarded by the Commonwealth and Federal governments for the welfare
of children. The agency provides families, as well as children with various
services such as counseling and foster care.

COMMUNITY DEVELOPMENT

This department is responsible for the administration of Federal and
Commonwealth grants that are provided to the County for various programs.
These programs assist in private and public development and improvement
such as main street renovations and infrastructure repairs.

CONSERVATION DISTRICT

The agency is responsible for environmental and soil erosion programs
for the County. The agency is also responsible for the administration of grant
programs awarded through Federal and Commonwealth governments.

COURT ADMINISTRATOR

This administrative office of the Court manages the Court system within
Beaver County. This entails all activities and responsibilities of the Court
system, as well as the offices that are responsible for those activities.

INFORMATION TECHNOLOGY

This office is responsible for management information services which are
provided for the County. The department provides technical services and
support for various hardware and software programs in operation as well as
communication systems. The department also directs the activity of the
mailroom and central telephone system. The director is one of the coordinators

that have been recently added to the organization chart of the Board of
Commissicners.

DEPARTMENT OF PUBLIC WORKS

This department manages various county projects, parks, road
maintenance, rodent control, buildings and grounds, minor repair, and capital
projects.
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DEPARTMENT DESCRIPTIONS - (Continued)

DOMESTIC RELATIONS
This court related office is responsible for providing and managing

services that are under the auspices of the Court system regarding domestic
(family) problems and court situations.

ELECTIONS BUREAU

This office is responsible for all activities involving primary, general and
special elections within Beaver County.

EMERGENCY SERVICES
This office is responsible for managing and administrating all activities

that pertain to emergency situations affecting Beaver County. The 911 Center
of Beaver County is under this jurisdiction.

FINANCIAL ADMINISTRATOR

This individual is responsible for the preparation of the County’s budget.

JAIL

The jail serves as a detention center for individuals awaiting trial or
sentenced to serve time for minor violations or on work release programs
mandated by the Court. The warden is one of the coordinators recently added
to the organization chart of the Board of Commissioners
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DEPARTMENT DESCRIPTIONS - (Continued)

HUMAN RESOURCES

This department is responsible for all activities pertaining to human
resources for Beaver County. Included in this array of services are employee
hiring, discharge, rehabilitation efforts, administrating EEOC compliance, and
labor relations activities.

LAW DEPARTMENT

This department acts as general legal counsel for the County. They
directly report to the Board of Commissioners but assist all county offices and
departments with legal expertise.

LIBRARY COMMISSION

The commission administers the library system of Beaver County. The
system is composed of ten member libraries and a bockmobile. Each library is
responsible for managing its own budget and is supported by Commonwealth,
Federal and County funds.

MAIL ROOM

This department is responsible for mail distribution for the County and is
under the management of the Information Technology department.

MENTAL HEALTH / RETARDATION

This agency provides services for individuals needing assistance due to
dependencies or addictions to controlled substances and alcohol abuse. The
services provided are mental health, mental retardation, and drug and alcohol
programs in forms of self-help and advocacy organizations. They also provide
counseling, case management, prevention/intervention, outpatient and
inpatient services, and treatment. The agency is able to provide such services
through grants offered by Federal, Commonwealth and County funding. The
director is one of the coordinators recently added to the organization chart of
the Board of Commissioners.

MICROGRAPHICS

This department provides microfilming services and record assistance to
all Beaver County offices.
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DEPARTMENT DESCRIPTIONS - (Continued)

OFFICE ON AGING

This agency is responsible for administrating all programs provided by
Beaver County to senior citizens. The types of services include but are not
limited to: information and referral, care management, homemaker service,
personal and attendant care, adult day care, respite care and ombudsman
services. This agency is able to provide services through funding provided by
the County, Federal and Commonwealth governments.

PLANNING COMMISSION

This commission is responsible for all programs that involve County
development for future economic growth and maintaining vital statistics for the
County and assisting the Board of Commissioners in all phases of planning

needs. This department is also responsible for supervising all engineering
requirements of the County.

PUBLIC DEFENDER

The Public Defender is responsible for providing legal services to indigent
individuals as required by the Courts.

PURCHASING

This department is responsible for all procurement for the County. In
addition it is responsible for maintaining all records for fixed assets.

RECREATION AND TOURISM PROMOTION

This department is responsible for administrating all recreational
programs offered by the County, management of County recreational facilities,
and promoting tourism within the County.

VETERANS AFFAIRS

This department provides services and information to veterans and their
families concerning benefits and it administers the Commonwealth, Federal and
County laws pertaining to burial of deceased veterans and their spouses.
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DEPARTMENT DESCRIPTIONS - (Continued)

VICTIM WITNESS

This department operates under the auspices of the District Attorney’s
Office. It provides assistance to individuals that had been victimized by a crime
or witnessed a crime.

WASTE MANAGEMENT

This department manages the recycling program for Beaver County.

WEIGHTS AND MEASURES
This department is responsible for the testing and review of all weighing

and measuring devices both public and private within Beaver County and
offering the necessary certifications of compliance.
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June 26, 2003

The Board of County Commissioners
and the Beaver County Controller

County of Beaver

Beaver, Pennsylvania

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of
Beaver County, Pennsylvania (the County) as of December 31, 2002, and for the year then
ended, which collectively comprise the County’s basic financial statements as listed in the
accompanying table of contents. These financial statements are the responsibility of the
County’s management. Our responsibility is to express an opinion on these financial
statements based on our audit. We did not audit the component unit financial statements of
the Beaver County Transit Authority. Those financial statements were audited by other
auditors whose report has been furnished to us, and our opinion, insofar as it relates to the
amounts included for the Beaver County Transit Authority, is based solely on the report of the
other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
staternents. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit and the report of other auditors provide a reasonable
basis for our opinion.

In our opinion, based on our audit and the report of other auditors, the financial staternents
referred to above present fairly, in all material respects, the financial position of the
governmental activities, the business-type activities, the discretely presented component unit,
each major fund and the aggregate remaining fund information of Beaver County,
Pennsylvania as of December 31, 2002, and the respective changes in financial position and
cash flows, where applicable, thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

PITTSBURGH L SOUTHPOINTE s GREENSEURG



As described in Note A to the basic financial statements, during the year ended December 31, 2002,
the County adopted Governmental Accounting Standards Board (GASB) Statement No. 34, “Basic
Financial Statements — and Management’s Discussion and Analysis — for State and Local
Governments”, GASB Statement No. 37, “Basic Financial Statements — and Management’s
Discussion and Analysis - for State and Local Governments: Omnibus”, GASB Statement No. 38,
“Certain Financial Statement Note Disclosures,” and Interpretation No. 6, “Recognition and
Measurement of Certain Liabilities and Expenditures in Governmental Fund Financial Staternents.”

In accordance with Government Auditing Standards, we have also issued our report, dated June 26,
2003, on our consideration of the County’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts and grants. That report 1s an
integral part of an audit performed in accordance with Government Auditing Standards and should be
read in conjunction with this report in considering the results of our audit.

The management’s discussion and analysis on pages 22 through 33 and the respective budgetary
comparisons for the general fund and major special revenue funds on pages 93 through 95 are not a
required part of the basic financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied certain
limited procedures, which consisted principally of inquires of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

Our audit was made for the purpose of forming an opinion on the financial statements that
collectively comprise the County’s basic financial statements. The infreductory section, combining
and individual nonmajor fund financial statements, budgetary comparisons of the nenmajor special
revenue funds and capital projects funds, and the statistical section are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The combining and
individual nonmajor fund financial statements and budgetary comparnisons of the nonmajor special
revenue funds and capital projects funds have been subjected to the auditing procedures applied by
us in the audit of the basic financial statements and, in our opinion, are farrly stated in all material
respects 1n relation to the basic financtal statements taken as a whole. The introductory and statistical
sections have not been subjected to the auditing procedures applied by us and the other auditors in
the audit of the basic financial statements and, accordingly, we eXpress no opinion on them.

Q.M_j M»\ :' C“Zr_/bfyj/

Certified Public Accountants



MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the County of Beaver (the “County”), we offer readers of the
County’s financial statements this narrative overview and analysis of the financial
activities of the County for the fiscal year ended December 31, 2002. We encourage
readers to consider the information presented here in conjunction with additional
information that we have furnished in our letter of transmittal.

Financial Highlights

» The Community College of Beaver County was taken under the auspices of the
County’s government during 2002. The County funded its operations by
providing approximately $900,000 during the year (Note A).

* The County’s real property tax rate was maintained at 15.7 mills.

+ In the face of a 1.3% rise in the rate of unemployment, tax collections increased
approximately $2.2 million.

¢ The County maintained an investment grade bond rating of AAA insured from
Standard & Poors.

» Operating grants and contributions for governmental activities increased
approximately $5.1 million.

* Investment income for governmental and business-type activities decreased
approximately $2 million.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the County’s
basic financial statements. The County’s basic financial statements comprise three
comporntents: 1} government-wide financial statements, 2) fund financial statements,
and 3} notes to the financial statements. This report also contains supplementary
information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements
are designed to provide readers with a broad overview of the County’s finances, in a
manner similar to a private-sector business.

The statement of net assets provides information showing how the County’s assets
have changed during the current year. It reports the availability of assets for future
use and 1s an important management tool in financial planning. The statement
distinguishes those assets used exclusively with regards to government operation
versus those assets committed to the business operation of government.

The statement of activities presents information showing how the government’s net
assets changed during the most recent fiscal year. All changes in net assets are
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reported as soon as the underlying event giving rise to the change occurs, regardless
of the timing of related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future fiscal periods,
such as uncollected taxes, earned but unused vacation leave, accrued Interest on
long-term debt, accrued pavroll, and intergovernmental receivables.

Both of the government-wide financial statements distinguish functions of the County
that are principally supported by taxes and intergovernmental revenues {governmental
activities) from other functions that are intended to recover all or a significant portion
of their costs through user fees and charges (business-type activities). The
governmental activities of the County are general government, judicial, public safety,
public works and enterprise, culture, recreation, conservationt, and human services.

The business-type activities of the County are Frlendshlp Ridge, Emergency Services,
and Health Choices.

The government-wide financial statements include not only the County itself (known
as the primary government), but also a legally separate entity, the Beaver Ceunty
Transit Authority, for which the County provides a subsidy and appoints its hoard.
Financial information for this component unit is reported separately from the financial
information presented for the primary government itself.

The government-wide financial statements can be found on pages 34-37 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to
maintain control over resources that have been segregated for specific activities or
objectives. The County, like other state and local governments, uses fund accounting
to ensure and demonstrate compliance with finance-related legal requirements. All of
the funds of the County can be divided into three categories: governmental funds,
proprietarv funds, and fiduciary funds.

Governmental funds. This fund grouping is used to account for essentially the same
functions reported as government activities in the government-wide financial
statements. However, unlike the government-wide financial statements, governmental
fund financial statements focus on near-term inflows and outflows of spendable
resources, as well as on balances of spendable resources available at the end of the
fiscal year. Such information may be useful in evaluating a government’s near-term
financing requirements.

Because the focus of governmental funds is narrower than that of the government-
wide financial statements. it is useful tc compare the information presented for
governmental funds with similar information presented for governmental activities in
the government-wide f{inancial statements. By doing so, readers may better
understand the long-term impact of the government’s near-term financing decisions.
Immediately after both the governmental funds’ balance sheet and the governmental
funds’ statement of revenues, expenditures, and changes in fund balances, a
statement provides a reconciliation to facilitate this comparison between governmental
funds and governmental activities.

The County maintains sixteen individual governmental funds. Information 1is
presented separately in the governmental funds’ balance sheet and in the
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governmental funds’ statement of reveniues, expenditures, and changes in fund
balance for the General Fund, Mental Health / Mental Retardation, Children & Youth,
and the 1996 Bond Issue, all of which are considered to be major funds. Data from
the other twelve governmental funds are combined into a single aggregated
presentation. Individual fund data for each of these non-major governmental funds is
provided in the form of combining schedules elsewhere in this report. The County
adopts an annual appropriated budget for its governmental funds.

The basic gevernmental funds financial statements can be found on pages 38-43 of
this report.

Proprietary funds. The County maintains two different types of proprietary funds.
Enterprise funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. The County uses enterprise
funds to account for Friendship Ridge, Emergency Services, and Health Chaices.
Internal service funds are an accounting device used to accumulate and allocate costs
internally among the County’s varicus functions.

The County uses an internal service fund to account for the medical benefits of the
County's employees. Because this service predominantly benefits governmental rather
than business-type functions, they have been included within governmental activities
in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide
financial statements, only in more detail. The proprietary funds’ financial statements
provide separate information for Friendship Ridge and for Health Choices, both of
which are considered to be major funds of the County, and for Emergency Services,
which 1s a non-major fund. The proprietary funds’ financial statements also provide
separate information for the County’s internal service fund.

The basic proprietary funds’ financial statements can be found on pages 44-49 of this
report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the
benefits of parties outside the government. Fiduciary funds are not reflected in the
government-wide financial statements because the resources of those funds are not
available to support the County’s own programs. The accounting used for fiduciary
funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found on pages 50-51 of this
report.

Notes to the financial statements. The notes provide additional information that is
essential to a full understanding of the data provided in the government-wide and
fund financial statements. The notes to the financial statements can be found on
pages 52-91 of this report.

Other information. In addition to the basic financial statements and accompanying
notes, this report also presents certain required supplementary information
concerning the County’s progress in funding its obligation to provide pension benefits
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to its employees and budgetary comparison statements for the general fund and major
special revenue funds which have been provided te demonstrate compliance with the
budget.

Required supplementary information can be found on pages 92-95 of this report.

The combining schedules referred to earlier in connection with non-major
governmental funds are presented immediately following the required supplementary
information. Combining and individual fund schedules can be found on pages 96-139
of this report.

Government-wide Financial Analysis

As noted earlier in the letter of transmittal, the County’s financial statements have
been prepared for the first time under the new reporting mcdel. As such, data is
unavailable from the prior year for comparative purposes. In the future, condensed
financial information will be presented for both the current and prior periods.

Analysis of Net Assets

Net assets are a useful indicator of a government’s financial position. For the County,
total assets exceeded liabilities by $38,860,640.

County of Beaver’s Statement of Net Assets

The following is a summary of the County’s Statement of Net Assets as of
December 31, 2002:

Governmental Y% of Business- % of
Activities Total tvpe Total Total
Assets Activities Assets
Assets:
Current and Other Assets $ 34,270,017 31% $ 28,013,235 68% $ 62,283,252
Capital Assels _ 7B, 769777 (9% 13 436,084 32% 90,205,861
111,039,794 100% 41,449,319 100% 152,489,113
Liabilities:
Long-Term Liabilities Outstanding £86,813.163 78% 5,162,295 12% 91,975,458
Other Liabilities 16,523,109 15% 5,129,906 12% 21,653,015
103,336,272 10,292 201 113,628,473
Nef Assels:
Invested in Capital Assets,
net of related debt 3,203,947 3% 8,273,789 20% 11,477,736
Restricted - . 11,901,724 29%, 11,901,724
Unrestricted 4.499 575 4%, 10 981 605 27% 15,481,180
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The County continues to maintain significant balances of net assets, however these
assets are largely restricted for specific legal purposes. Unrestricted net assets in the
governmental activities represent assets available to fund general activities of the
County. The availability of net assets for operational use enables the County to fund
projects undertaken by different departments such as imaging systems in the
Micrographics department, upgrading computer systems within the Bureau of
Elections and a check printer enabling in house production of payroll and accounts
payable checks from blank paper. These are all examples of how the County makes
further operational progress from the use of available assets.
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County of Beaver’s Statement of Activities

The following summarizes the County’s Statement of Activities for the year ended
December 31, 2002.

% of % of
Governmental Total Business-type Total
Activities Revenue Activities Revenue Total

Program Revenues:
Fees and Charges $ 9,939,726 3.3% $ 51,766,046 99.3% $ 61,705,772
Operating Grants and
Contributions 63,124,529 60.5% - - 63,124,529
General Revenues:
Real Estate Taxes 31,172,720 29.0% - - 31,172,720
Investment Income 1,344,331 1.2% 340,188 0.6% 1,684,519
Unrestricted Gifts - - 13,011 0.1% 13,011

105,581,306 100% 52,119,245 100% 157,700,551
Program Expenses:
General Government 10,109,241 9.6% - - 10,109,241
Judicial 12,259,262 11.6% - - 12,259,262
Public Safety 11,840,973 11.3% - - 11,840,973
Public Works and
Enterprises 14,271,672 13.5% - - 14,271,672
Culture, Recreation
and Conservation 3,349,113 3.1% - - 3,349,113
Human Services 56,843,130 53.8% - - 56,843,130
Miscellanecus 592,953 0.5% - - 592,953
Interest Expense 3,922,308 3.8% 251,026 0.5% 4,173,334
Friendship Ridge - - 41,598,201 79.8% 41,598,201
Emergency Services - - 1,908,355 3.7% 1,908,355
Health Choices - - 11,432,082 21.9% 11,432,082
Total Expenses 113,188,652 107.2% 55,189,664 105.9% 168,378,316
Deficiency
Before Gther [tems
and Transfers (7.607,346) {7.2%) (3,070,419) (5.9%) (10,677,765)
Gain on Disposals 700,010 0.7% - - 700,010
Transfers Out (1,212,351) (1.1%) - - (1,212,351)
Transfers In 1,090,604 1.0% 121,747 0.2% 1,212,351
Change in Net Assets (7,029,083} (6.6%) (2,948,672 (5.7%) (9,977,755)
Net Assets - Beginning 14,732,605 14.0% 34,105,790 65.4% 48,838,395
Net Assets - Ending 7,703,522 7.4% $ 31,157,118 59.7%  $ 38,860,640
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The County’s expenses cover a range of services. The largest share of expenses was
incurred by human services and Friendship Ridge.

Analysis of Changes in Net Assets

The County’s net assets decreased by $9,977,755 for the year ended December 31,

2002. This decrease is explained in the governmental and business-type discussion
below.

Governmental Activities

Governmental Activities decreased the County’s net assets by $7,029,083. Key

elements of the decrease are a result of lower investment income and higher expenses
for providing human services. :

Expenses and Program Revenues - Governmental
Activities

Oexpenses Erevenues ]

60,000,000 7
50,000,000 f— .

40,000,000 -
30,000,000
20,000,000 +--
10,000,000
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Revenues by Source - Governmental Activities

investment
income |
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